Due to increasing specialization, outsourcing and competition from the globalization process, family businesses are under more pressure than ever to innovate and improve performance Error! Reference source not found.. The innovation side of family business is critical to businesses' survival and growth. Yet, to date, scant attention has been given to innovation in the world dominant form of business -family business. This study seeks to fill these gaps by exploring the links between family culture, innovation and business performance. The study was undertaken in the Malaysian context using a sample of 174 public listed family businesses. The data were obtained through questionnaire survey conducted over a period of six months. The results show that innovation is significantly related to business performance and positively mediated the family culture-business performance. This demonstrates that management should foster a strong culture among family members who are involved in the business in order to enhance both business innovation and performance.
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in the family business. Even in pertaining researches carried out in the past, the focuses are normally on the family versus nonfamily business dichotomy on innovation performance. However, in reality, the family business is multidimensional and continuous. The pattern of family culture varies from business to business. This study seeks to fill these gaps by exploring the links between family culture, innovation and business performance.
With the aim to fill in this gap in the literature, a theoretical framework (Fig. 1.) based upon previous research in family business and innovation literature is established to analyze the impact of family culture on innovation and family business performance. Accordingly, testable hypotheses for the proposed framework are developed. In addition, the relationships between family culture, innovation and business performance are empirically tested with Amos in Structural Equation
Modeling. The mediating role of innovation to the relationship of family culture and business performance is tested as well. This study contributes to family business research in three ways. The primary contribution of this study is the examination of the potential mediating effect of innovation on the family culture → business performance relationships. The second contribution is the development of a theoretical framework that linked between family culture, innovation and family business performance. Finally, this study contributes to formal research in the field of family business in Malaysia, where there is a great need for information from empirical studies.
Literature Review
Defining Family Business
The field of family business is relatively young and emergent in organizational research Error! Reference source not found.. Furthermore, the family business concept is rooted in and lies at the intersection of several social science, sociology, anthropology, social psychology and organizational //dx.doi.org/10.15405/epsbs.2016 .11.02.27 eISSN: 2357 -1330 Astrachan, et al (2002) conceptualizes and operationalizes the level of family influence on the business. Their definition focuses on assessing the degree of family influence and involvement that the owning family wields over a business. In light of the evidence that a family can exert influence over a business Error! Reference source not found., as well as an argument that the owning family of the family firm is both an important component of leadership and plays a critical role in the formation its innovative behavior and business performance in a firm, the authors believe that this is the appropriate definition of family business for this research.
Family Culture
Family culture in this study refers to the shared family and business values (Carlock &Ward, 2001) as well as the family's commitment to the firm (Zahra, Hayton, Neubaum, Dibrell & Craig, 2008) . It measures the degree to which the value system of the business is influenced by the family. A large overlap between family values and business values indicates a significant influence of the family culture on the business (Zahra, et.al, 2008 ).
Carlock and Ward Error! Reference source not found. postulated that the value of owning family will have impact on the family's commitment to the business and family business performance. They further argued that the family's commitment is affected by three factors. First, personal belief and support toward the business's goals and vision determine the level family members willingness to commit to the business Error! Reference source not found.. Second, the willingness of family members to contribute to the business is positively associated with business performance Error! Reference source not found.. Finally, the greater the business families' desire to relate with the business, the better the family business to achieve and sustain competitive advantage over time Error! Reference source not found.. 
Innovation
Hypotheses
The link between family culture and innovation
Family culture refers to the shared family and business values as well as the family's commitment to the firm Error! Reference source not found.. It measures the degree to which the value system of the business is influenced by the family. Both popular and academic literatures have long spread the notion that organization culture may have a significant effect on innovation Error! Reference source not found.. Nevertheless, there seems to be a paradox that organizational culture can stimulate or hinder innovation Error! Reference source not found.. Carlock and Ward (2001) suggested that the value of the owning family has an impact on the family's commitment to the business and its performance. Indeed, Carlock and Ward (2001) established three principal factors of commitment: i) a personal belief and support of the firm's goals and visions, ii) a willingness to contribute to the firm, and, iii) a desire for a relationship with the firm.
The willingness of family to commit to business Error! Reference source not found. tends to lead the family firm to achieve and sustain competitive advantages over time Error! Reference source not found.. absorb innovation into the organizational culture and management processes Error! Reference source not found.. As observed, the culture of flexibility, autonomy and cooperative teamwork will promote innovation in family businesses.
While business altruism and long term management tenure by family members make a family business more apt to exploration of innovation idea, it also may lead to rigid structures that inhibit innovation. Family businesses particularly established family businesses are inclined toward survive on order, measurement, and predictability Error! Reference source not found.. The norms of rigidity, control, predictability, stability and order in established family businesses may foster a culture of unwillingness to make a mistake or take a risk. The family business may embrace a consistent and continuous reality than tolerate the odd and disruptive ways innovation brings to the business.
As evidence from previous literature, there is no consensus among researchers on the impact of culture in innovation. The disagreement on the previous studies resulted difficulty in determining the direction of relationship between culture and innovation. Nevertheless, it is generally accepted by researchers that culture has direct effect on innovation. Thus, the following hypothesis is suggested.
Hypothesis 1:
The extent of the family culture affects the extent of the innovation in the business.
The link between family culture and business performance
Family businesses are often motivated by factors other than straightforward profit maximization. As evidence from previous literature, there is no consensus among researchers on the impact of family culture on business performance. In brief, although it is clear that family culture has direct effect Hypothesis 2: The extent of the family culture affects the extent of the performance in the business.
The mediating effect of innovation
Panuwatwanich, Stewart, & Mohamed Error! Reference source not found. highlighted that innovation "is the product of social relation relationship and complex systems of interaction" Error! Reference source not found.. There is an interaction between those who innovate and those who are affected by these innovations; and there is recognition that the innovator's actions will affect others and this will have an influence on those innovations. As this seems to be the case, it is expected that the culture of the owning family will shape the innovation processes and business performance. Thus, it is suggested that innovation mediates the relationship between family culture and business performance.
Hence, the following hypotheses are suggested:
Hypothesis 3: The influence of family culture on business performance is mediated by innovation.
Existing studies suggested that there is a close link between innovation and business performance Error! Reference source not found.. Hence, the following hypothesis is suggested:
Hypothesis 4: Innovation is positively associated with business performance.
Method
Participants and procedures
This study adopts a purposive sampling. The sample is developed from Bursa Malaysia database in 2011 which has a listing of 962 registered companies. Among these 962 public listed companies, 437 of them are family businesses. Average two board of directors, who have family relationship with other directors or shareholders, were selected from each public listed company. The selection resulted with 872 distributed questionnaires. Multiple respondents were sent to increase response rate. However, only one key informant from each company was allowed.
A total of 193 questionnaires received. However, only 174 response sets were used in the data analysis because 6 respondents were not family members, 11 response sets were blank and 2 respondents were not from the top management team. None of the respondents are from the same company. Thus, the total usable response rate was 12.13%. http://dx.doi.org/10.15405/epsbs.2016 .11.02.27 eISSN: 2357 -1330 
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Dependent variable: Family business performance
Acknowledging the fact that the sample in this study is not limited to one industry but involved companies from various industries, and because the performance of a business depends on the industry, a non-financial-based perspective is used for measuring business performance in this study. Subjective measures of performance are widely used in previous research and are considered effective in comparing business units and industries Error! Reference source not found..
The measures for family business performance were adapted in part from Kelly, Athanassiou, and
Crittenden Error! Reference source not found. and Von Buch Error! Reference source not found..
The family business performance is measured through asking the family members involved in the top management team to rank the on the following issues: providing family member employment opportunities, the preservation/improvement of the standard of living of the family members, a successful business transfer to the next generation, the minimization of conflicts between family members, the sales growth rate, return on sales (net profit margin), gross profit, net profit after taxes, financial strength (liquidity and ability to raise capital), and overall company performance as compared to the businesses of similar nature over the previous three years. The family business performance variable is assessed using a 5-point Likert-type scale, with 1 being poor and 5 being outstanding. The business performance scale was found to have a reliability of α = 0.837 (Table 1) .
Mediating variable: Innovation
The measures for innovation were adapted in part from Avlonitis , Papastathopoulou and Gounaris and Onne Janssen Error! Reference source not found.. Participants were questioned on issues relating to product and process innovation (two items), being 'first' to the market (two items), and innovation idea generation (three items). The innovation scale was found to have a reliability of α = 0.894 (Table 1 ). All Likert scale items were anchored with 1 (strongly disagree) to 5 (strongly agree).
Independent variable: Family culture
The measure of family culture is based on the culture scale developed by Astrachan, Klein and Smyrnios Error! Reference source not found.. Family culture consists of 9 items and measures the degree of shared family and business values, as well as the family's commitment to the business. The culture scale was found to have a reliability of α = 0.828 (Table 1 ). All Likert scale items were anchored with 1 (not at all) to 5 (to a large extent).
Control variables: Firm size and firm age
In addition to the above measures, two control variables are included. Firm size and age are used as control variable to control firm effects on innovation and performance. Firm size is measured using the 2011 year end market capitalization. Market capitalization is used because it is more accurate and readily available as compare to number of employees which is highly skewed among the firms in this study. Moreover, investment community uses market capitalization to determine a company's size
eISSN: 2357-1330 Selection & Peer-review under responsibility of the Conference Organization Committee
Error! Reference source not found., as opposed to sales or other figures. The age of firm is measured using the logarithm of years since the year incorporated. Post hoc estimation of Hoelter's critical n (155 at .5 and 168 at .1) showed that the sample of 174 was adequate to draw inferences about the model without correction and there was no discernible difference between bootstrapped and non-bootstrapped results for the parameters of interest.
Nevertheless Bootstrapped results are reported.
Results
Examination of Variables for Factor Analysis Suitability
Suitability of the data set to conduct CFA was examined by the KMO index and Bartlett's test of sphericity. The KMO indices for culture, innovation and business performance were higher than 0.5 as recommended by Hair, Black, & Babin Error! Reference source not found..
Model Fit
Then, individual CFA is conducted to examine the adequacy of the measurement component of the Hence, it must be interpreted cautiously. Based on the CFA's conducted, all variables displayed reliability, convergent and discriminant validity; and therefore, will be utilized in the structural model. As evidence by the extant literature, a structural model that included family culture, innovation and family business performance has been formed. The intent of this model was to validate a causal structure involving the impact of family culture and innovation on family business performance. In addition, the model was run to examine the impact of the following control variables on innovation and business performance: firm age and firm size. These variables were included to explore whether any of the hypothesized relationship would change in magnitude or strength. This was assessed by examining the global fit of the model to the data and the parameter estimates.
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Hypothesis Testing
Next, the author examined the path coefficients, critical ratio, p-values, and bootstrap confidence intervals to determine path significance and mediation relationship. Maximum likelihood estimates and bootstrap confidence intervals were displayed in Table 3 . The analysis revealed that the path from Culture to Innovation, FirmSize to Business performance and Innovation to Business Performance were significant. Based on the findings in Table 3 , innovation appeared to play critical roles in business performance (p=0.028). Furthermore, the results indicated that culture had significant direct effect to innovation (p=0.001) and the direct path between firm size and business performance was significant (p=.045).
Finally, the direct path between firm age and innovation, firm age and business performance, and firm size and innovation were all non-significant.
Although the direct path from firm size to business performance was significant, the removal of this path revealed that no significant impact on other paths and previous significant relationship remained unchanged. By controlling for firm size and firm age when testing models, it was assured that the significance of the relationship between culture, innovation and business performance was due to the intended variables and not these factors. However, the Hypothesized Model in Figure 1 revealed that overall the influence of culture on innovation and business performance were fairly uniform across size and ages. These variables were not affected by firm size and firm age. In conclusion, the results
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revealed that firm size and firm age were control variables with no effect. This is an important finding to contribute to understanding the relationship between culture, innovation and business performance.
The author found support for hypotheses 1, 3 and 4, as evidence by the path coefficients, critical ratio, p-values, and bootstrap confidence intervals presented in Table 3 . The hypothesized model results provided evidence that culture is statistically significant related with innovation but not statistically significant related with business performance. Concerning the direct effect of innovation on business performance, as expected, innovation is positively linked with business performance. In the case of mediating effect, this study concluded that the influence of culture on business performance is mediated by innovation.
Discussion
The purpose of this study was to explore the link between family culture, innovation and business performance. The attempt of introduce innovation as a mediator in the family culture -business performance relationship helps one better understand the role of innovation in family business performance. The author finds evidence that family culture is an important asset that could create a distinct advantage for family businesses. Nevertheless, family culture did not affect business performance in a direct manner but in an indirect manner via innovation. Innovation was significantly related to business performance and positively mediated the family culture-business performance. This indicated that management should foster a strong culture of commitment among family members who are involved in the business in order to enhance both business innovation and performance.
The current study found a positive, significant relationship between family culture and innovation. Overall, two primary theoretical contributions emerge from this study. The first contribution is the development of a theoretical framework that linked between family culture, innovation and family business performance. This study adopted a multi-disciplinary approach that transcends the boundaries of family business and innovation disciplines in the family business literature. It synthesizes diverse writings and arguments that accretes to a theoretical framework. It has theoretically introduced the innovation as the intervening variable on the relationship between family culture and family business performance. Indeed, the innovation as a mediating role in the family culture -business performance relationship is a novel attempt.
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A second contribution concerns the use of an international sample. With this, this study expand past western-based research findings to an Asian -specifically, Malaysia -setting. Findings of this study suggest that some of the relationships that have been proposed in the western setting do hold when extended to an international context. As research continues in this area, across both organizational and national settings, this study is building stronger support for the idea that the family's value and level of commitment to the business has impacted on the business's innovation and therefore on business performance. This finding is important because it leads to both improved theories of family business and provides some insights into the relationship between the family business, innovation and business performance.
Limitations and Areas of Future Research
This study has limitations. The authors suggest two limitations exist in this study and provide guidelines for future work to address them. The first limitation is related to the cross-sectional nature of the study. The data were collected in a time frame of 6 months. Hence, these data do not adequately capture possible change over time and representing just a given point in time. Furthermore, family business is a very rich phenomenon characterized by abundant subtleties. Cross-sectional research design diminished much of this richness and subtlety. Thus, future research, for example longitudinal design, which can provide more comprehensive view and richness understanding of family business would be preferable on assessing how the link between family culture, innovation and business performance developed over time.
The second limitation is related to the use of single respondent data. Moreover, the sample was limited to family members involved in public listed companies' top management team that voluntarily answered the survey. While the use of self-selected sample gave entrée to collecting data, this factor could easily have skewed the findings. Their responses might be biased and might not reflect the actual situation. Furthermore, differences in perceptions are expected to occur between various family members Error! Reference source not found.. Therefore, the respondents' responses are unlikely to be representative of those working in non top management team family members. Hence, the extent to which the results can be generalized across a wider population is compromised. How the results concerning the relationship studies might differ in another generational setting is a question for future research. Thus, a useful extension of this study could have used a multi-respondent data collection method. Such approach could provide more accurate information on the relationships between family influence, innovation and business performance. Researchers could determine the differences between generations and how these differences influence the relationship between family influence, innovation, and business performance. Nevertheless, a lower response rate is expected with this approach.
In sum, the findings of this study indicated that an effective culture is about moving business's innovation forward by unleashing the very best that the business families have to offer while being continually open and responsive to both its stakeholders and to this highly changing world.
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Undertaking further studies linking innovation with family business will be beneficial for the expansion of the body of knowledge on family business research and strengthening practitioners' understanding of the complexities of family business. The author hopes that this study provides a foundation for ongoing research into family business' innovation, and the nature related family influence and their management.
